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KEY ECONOMIC INDICATORS* 


% Change 
MACRO-ECONOMIC INDICATORS: 1979 1980 1981** 1982** 81-82 


Gross Domestic Product (GDP) $million 712.6 795.6 692.2 660.5 
GDP ‘at 1977 Const. Prices $million 342.8 329.7 322.2 323.6 
GDP Deflator: Index 1977=100 122.3 141.9 162.8 185.6 
GDP Growth Per Year Const. Prices % -3.0 -3.9 -2.3 4 


GOVERNMENT ECONOMIC INDICATORS: 


Budget Revenue and Grants $million 
Budget Expenditures $million 
Budgetary Deficit/Surplus $million 
Gross Investment $million 
Official Foreign Debt $million 


FOREIGN TRADE INDICATORS: 


Exports (FOB) $million 118.8 
Imports (FOB) $million 240.2 
Trade Balance $million -121.4 
Balance on Current Account $million -101.5 
Debt Service Ratio % 12.6 
(Including Arrears) 


COMMODITY PRODUCTION: 1980 1982 


Diamond Production 1000carats 345.9 276.6 
Diamond Exported 1000carats 355.6 264.8 
Diamond Export Value $million 33.3 22.0 


Timber Production 1000m3 395.7 500.0 
Timber Exported 1000m3 157.0 177.9 
Timber Export Value $million 28.7 42.1** 


Coffee Production 1000tons 14.5 17.0 
Coffee Exported 1000tons 11.9 14.7 
Coffee Export Value $million ; 34.0 26.6 


Tobacco Production 1000tons ‘ 87 s77 -12.5 
Tobacco Exported 1000tons . - 86 95 -12.8 
Tobacco Export Value $million 6.5 3.0 -28.3 


Cotton Production 1000tons 28.8 17.4 -22.6 
Cotton Exported 1000tons 11.4 ‘ N/A N/A 
Cotton Export Value $million Ls 17.6 is. N/A N/A 


Sources: World Bank, Office of General Statistics and Economic Studies, UNDP, and the Ministries 
of Mines/Geology and Forest. 


*Exchange rates used (International Monetary Fund): $1 = 212 CFAF 1979; 212 CFAF 1980; 272 CFAF 
1981; 328 CFAF 1982. 
**Estimate , 





OVERVIEW 


After nearly a decade of political and economic difficulties stemming 
from the Bokassa era and its aftermath, the Central African Republic's 
(CAR) economy in 1983 is at a turning point in reversing the nearly 
five-year decline in real economic growth and in restoring fiscal 
prudence to the public sector. In power for nearly 2 years, the 
government of General Andre Kolingba has made modest progress in 
addressing a number of the key factors that have undermined the CAR's 
struggling economy, one of the world's poorest. 


Principal among the factors have been the chronic and growing govern- , 
ment deficits, mismanagement of the key export earning economic 
activities of the country, and the absence of control of the CAR's 
external debt situation. The International Monetary Fund (IMF) 

has taken an active interest in helping the government address a 
number of these problems and recently signed a l-year standby agree- 
ment with the government designed to aid the country in reasserting 
control over its key economic activities while adjusting to a more 
conservative, austere, economic and budgetary program. Elsewhere, 
the World Bank and others in the international community have also 
been working actively to assist the Central Africans restore health 
to the key economic sectors, particularly those with good export 
potential. Finally, the government recently initialed a Paris Club 
debt rescheduling agreement with its principal creditor countries 

to ease this year's debt burden as the country seeks to resume 
economic growth. 


In a determined attempt to provide new stimulus to the economy, the 
Central African Government has also extended the invitation to both 
domestic and foreign investors and international aid organizations 

to participate in the National Economic Recovery Plan introduced 

in September 1982. The reorganization of the public sector into 
joint partnerships of private business and government has been 
adopted as the blueprint for the Plan. With regard to public invest- 
ment priorities, the Plan emphasizes rural development and moderniza- 
tion of the economic infrastructure, as well as continued reform 

and expansion activities in the energy, mines, and light industry 
sectors. 


As in most least developed countries, multilateral and bilateral 
development assistance plays a significant role in the Central 
African Republic. In 1982, the CAR received over $110 million in 
international assistance, which alone exceeded the government's 
national budget and was the equivalent of nearly 15 percent of the 
country's Gross Domestic Product (GDP). France was the largest aid 
donor with over $63 million in bilateral assistance, followed by 





West Germany with some $10 million, and the United States with $2.5 
million. Moreover, the United Nations Development Program (UNDP) 
programs in agriculture, education, employment, and community 
development totaled some $18 million. From year-to-year, this large 
international development presence has continued to assure the CAR 
economy of a significant inflow of international funds and credit. 


THE ECONOMY 


On the heels of modest economic progress during the second half of 
1982, the Central African economy was dealt a harsh blow during the 
first half of 1983, as a five-month drought damaged crops, upset 
growing seasons, crippled industrial performance for the lack of 
electrical generating power, and cut off essential river transporta- 
tion routes to key export and import centers on the coast. Government 
estimates point to as much as a 30 percent loss in light industrial 
output for 1983, with much needed government revenues down by an 
estimated 7 percent. With the return of the seasonal rains in May, 
economic activity has again rebounded although overall yearend 
performance will not meet pre-drought expectations. Seasonal rains 
have improved the situation in recent months. 


The major components of the Central African Republic's economy can 
be divided into four principal sectors. Recent trends and current 
status of each are described below. 


AGRICULTURE 


Agriculture, animal husbandry and forestry employ 85 percent of the 
economically active population and represent some 37 percent of 

the Gross Domestic Product (GDP). Coffee, tobacco, timber, and cotton 
production are the important export crops, while manioc, sorghum, 
peanuts, millet, and sesame make up the domestic food crop. 


The CAR's forest, rich in a variety of valuable trees (sapelli, 
sipo, ayous, and limba), represents an important resource that is 
still largely untapped. The dense tropical forest in the south- 
western portion of the CAR covers over 50 million cubic meters of 
potentially exploitable wood. Currently, timber accounts for 23 
percent of export earnings. Exploitation of the forest has been 
retarded due to the small size of the domestic market coupled with 
the transportation costs involved in getting timber products to 
major export markets. However, favorable world market conditions 
have increased export earnings by over 60 percent since 1980. Asa 
result, the existing French, Swiss, Romanian, and Yugoslav firms, 
some in joint ventures with the government, have increased export 
production by 10 percent to 177 thousand cubic meters in 1982 from 
a level of 157 thousand cubic meters in 1980. 





Cotton is cultivated on some 130 thousand acres and is the primary 
source of income for over 170 thousand farming families. Until recently, 
cotton production had experienced a steady decline as the result of 
inadequate incentives to farmers to plant cotton. In an attempt to 
halt this trend the government parastatal SOCADA, a joint French (CFDT) 
and CAR company, with the assistance of the World Bank, has increased 
producer prices, retrenched unneeded manufacturing facilities, and 

is in the process of improving its market and transport network. World 
Bank assistance has been instrumental in the reorganization of SOCADA's 
financial structure. These efforts have come to fruition, for the 
1982/83 harvest of 28 thousand tons is up 60 percent over last year's 
harvest of 17 thousand tons. Current optimistic estimates by SOCADA 

for the 1983/84 crop project a 37-thousand-ton harvest. Cotton 
currently accounts for 8 percent of export earnings, but with the 
production increases and the rising world market prices, export earnings 
from cotton should increase, 


Coffee production, almost half plantation and half small farmer pro- 
duced, has long been a mainstay in the CAR economy. Robusta coffee 
is cultivated over one-third of the country. Marketing is overseen 
by the parastatal ADECAF which has also been active in stabilizing 
producer prices and enforcing custom laws to combat smuggling. As a 
result, production reached an estimated harvest of 18-thousand tons 
for the 1982/83 season, an increase of some 70 percent since 1980. 
Unfortunately, export revenue has not followed suit, as weak world 
market prices have undermined export earnings and kept coffee's share 
to roughly 20 to 25 percent of total export earnings. Coffee pro- 


duction in 1983/84 has been dealt a blow from the 1982/83 drought with 
new projections calling for a decline of 20 to 40 percent from the 
1982/83 harvest. As much as 15 percent of the coffee production area 
has been damaged, and recovery is not expected until 1985/86. The 
European Development Fund (EDF), the French Assistance Program (FAP), 
and the African Development Bank have all been active in promoting 
increased coffee production in the CAR. 


Tobacco production is comprised of cigar, cigarette, and chewing 
tobacco. Tobacco produced for cigars (black tobacco) is the most 
extensively cultivated. Cultivation is generally a small farmer 
activity which uses local resources in’ the cultivation process. 
Domestic consumption accounts for some 2 percent of the total baled 
crop, with the rest shipped overland to the port at Douala, Cameroon, 
for export. The principal export market is the European Community, 
with some export, primarily chewing tobacco, to the United States. 
Production in the past year has diminished as the result of the 
depressed world market. Marketing is handled by the joint French 
and CAR company FCAT. Tobacco accounts for 5 percent of total 
export earnings. 





MINERALS 


Mineral activity centers almost entirely in the diamond sector, 

where diamonds account for 23 percent of total export earnings. 

Diamond production fell to 276 thousand carats in 1982 from a 1980 
level of 344 thousand carats as poor world market conditions and an 
increase to 20 percent in the export tax combined to weaken market 
interest. . Diamond smuggling in particular has increased to nearby 
countries with lower or no export tax. Gold production has fallen 

to 31 thousand grams in 1982 from a 1980 historic high of 521 thousand 
grams. Both diamonds and gold are exploited by individual prospectors, 
as the deposits are alluvial and modern mining techniques are not 
currently in use. Existing uranium deposits have not been exploited 
due to the excessive initial start up costs and transport difficulties. 
CAR's petroleum potential is currently being assessed by ongoing 
exploration efforts conducted by the Exxon Corp. 


INDUSTRY 


Agricultural and forestry product processing represent the bulk of 
manufacturing activity. Smaller import substitution industries 
include small motorbike/bicycle assembly plants, a shoe factory, 

a mattress factory, a paint and varnish plant, and cigarette and 
cigarillo factories. Primary manufacturing facilities include 

two French-owned breweries and a softdrink bottling plant and 
government-owned textile mills, which are not currently in operation 
though one is expected to reopen soon. Nationalized retail oil 
companies have been reorganized into a joint private/CAR government 
company, TOCAGES, with day-to-day managerial control maintained 

by the private sector. 


TRANSPORTATION 


The dilapidated state of the road and river transport infrastructure, 
and the fact that the nearest seaports are some 1,400 kilometers 
(Douala) and 1,800 (Pointe-Noire, Congo) away, are primary constraints 
on CAR economic development and commerce. The road network of some 
22,000 kilometers includes a national system of 4,950 kilometers 

of which 285 kilometers are paved and 3,600 kilometers are rural 
trunk routes. Some 14,000 kilometers consist of unmaintained feeder 
roads. A priority item in the CAR's 1980-85 Five-Year Plan is the 
improvement of the existing network and implementation of road 
maintenance programs. Financial and technical assistance has been 
received from the World Bank, the U.N. Road Fund, the African Devel- 
opment Fund, the Kuwait Fund, and Japan. 





The river transport system (ACCF) carries 65 percent of all imports 
and exports. The ACCF has experienced managerial and financial 
problems which have resulted in deteriorated equipment and declining 
traffic volume. However, ACCF's French partner, SAGA Transport, 

is now providing managerial and technical personnel, as well as 
working capital. An investment program has been implemented with the 
assistance of the EDF and the FAP to modernize and repair equipment 
as well as to improve and expand port infrastructure. 


Bangui has direct air links, passenger and freight, with most neighbor- 
ing countries in Central and West Africa as well as with France. Air 
Afrique, UTA, and Le Point provide regular service from France to 
Bangui and Bangui to Central and West Africa. 


UNITED STATES INVESTMENT 


United States private investment is concentrated in the diamond sector. 
A New York based company, Diamond Distributors Incorporated (DDI), 
has been active in the CAR since 1930 and values its current holdings 
in the CAR at over $3 million. DDI also operates the National 
Diamond Cutting Factory, a joint venture with the CAR government, 
since 1964. Currently DDI has formed CAREMI, a diamond mining 
exploration consortium, with the French parastatal COGEMA and the 

CAR government. Three United States-based oil companies, CONOCO, 
CHEVRON, and ESSO, are members of the CAR's only oil exploration 
consortium. The General Cigar Company of Virginia holds an 8 percent 
interest in MANUCACIG, a cigarillo manufacturing firm. 


TRADE OPPORTUNITIES FOR U.S. BUSINESS 


At present, most American manufactured goods are at a competitive 
disadvantage in the CAR due to historical preferences for European 
goods and more recently growing popularity of Japanese-manufactured 
goods including vehicles. European dominance of the CAR's commercial 
sector, combined with costly and infrequent shipping from the United 
States to ports servicing the CAR, will in all likelihood hinder 

any rapid expansion of trade between the two countries. Expected 
expansion in the agricultural sector and in some local industry, 

where American expertise is well-respected and American equipment is 
in use, should provide a small but steady market for appropriate 
capital goods. United States manufactured timber-handling equipment 
and cotton processing machinery should remain the equipment mainstay 
in their respective sectors. Opportunities currently exist for 

sales of fertilizers, insecticides, seeds, and agricultural and 
processing equipment, and with the expected expansion and renovation 
of existing facilities planned under the National Recovery Plan, sales 
opportunities for construction equipment, barges, and textile machinery 
should increase. 





Given the government's current financial difficulties, foreign suppliers 
to public enterprises are generally expected to arrange or provide 
concessionary payment terms or supplier credits for large scale 
purchases. The CAR, a member of the French franc area, shares a 

common currency and central bank with Chad, the Congo, Gabon, ard the 
United Republic of Cameroon. The common monetary unit is the Communaute 
Financiere Africaine Franc (CFA), the convertibility of which is 
guaranteed by France at an exchange rate of 50 CFA per French franc. 

The banking system comprises the Central Bank and two commercial banks, 
with an Agricultural Credit Union being planned. 


Successful United States penetration of the CAR market will continue 
to depend upon the ability to do business in French, the official 
and business language of the country. Firms sending representatives 
should ensure that all correspondence and documents used in local 
presentations be in French. 


United States citizens are required to obtain visas before entering 
the CAR. Firms intending to send representatives should apply for 
visas through the CAR Embassy in Washington, D.C. as far in advance 
as possible. Companies interested in the CAR can obtain further 
information from the Department of Commerce district offices or 
directly from the United States Embassy in Bangui. 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-421-007:547 
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